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f(B) GRANTSEENo credit shall be allowed 


under sub- 
section (a) for anv exvense to the extent that 
funds for 
such pense are received under anv 
Federal State, or 


local proaram. 
fi(c) CARRYFORWARDS OF UNUSED cCREDITIZ{If the 


credit allow- 
able under subsection (a) for anv taxable vear exceeds 
the limitation 
imposed bv section 268) for such taxable vear 
reduced bv the 
sum of the credits allowable under this subpart 
(other than this 
section). such excess shall be carried to the 
succeedina taxable 
vear and added to the credit allowable under 
subsection (a) for 
such taxable vear. No credit mav be carried forward 
under this 
subsection to anv taxable vear followina the fifth 
taxable vear 
after the taxable vear in which the credit arose. 
For purposes 
of the precedina sentence. credits shall be treated 
used on a 
irs in first-out basi 
a) ONS or vurvoses of this ion 
) QUALIFIED ADOPTION EXPENSES he term 
laualified 
adoption expenses' means’~ reasonable’ and 
necessarv ee 


“ie court costs, attorney fees, and other expense 


8(A) which are directly related to, and the 
pvrincival 
purpose of which is for. the leaal adontion of 


eligible 
Child bv the taxpvaver. 
"(B) which are not incurred in violation of 


State or 
Federal law or in carrying out any surrogate 
pvarentina 


arr naement. ; ; 
(C) which are not expnenses in connection 


with the 
adovtion bv an individual of a child who is 
the child of 


such individualls spouse. and 
"(D) which are not reimbursed under an 
emovlover pro- 
ram or otherwise. 

(2) ELIGIBLE CHILDEZThe term feliaible child! 
means any 
individualZ 

"(A) who— 

(i) has not attained ace 18. or 

(ii) is physically or mentally incapable of 

carina 

for himself. and 

"(B) in the case of qualified adoption 
expenses Dai 

or incurred after December 31! 2001. who is a 

child with 

special needs. 

"(3) CHILD WITH SPECIAL NEEDS@The term 
‘child with 


special needs! means anv child if— 
"(A a otate has determined that the child 


cann 
ane oid not be returned to the an re 
arents 
"(B) such State has determined fiat there 
exists with 
respect to the child a swecific factor or 
condition (suc 
as his ethnic backaround. age. or membershiv 
in a minoritv 
or sibling aroun. presence of factors 
such medical 
conditions or physical, mental, or emotional 
handicaps 
pee of which it is reasonable to conclude 
SUC 
child cannot be placed with adoptive parents 
without 


providing adoption assistance. and 

"(C) such child is a citizen or resident of 
the United 
States (as defined in section 217(h)(3! 

f(e) SPECIAL RULES FOR FOREIGN ADOPTIONS/2In 
the case of 
an adovtion of a child who is not a citizen or 
resident of 
United States (as defined in section 217(h)(3))= 


